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CENTRAL INTELLIGENCE AGENCY

OFFICE OF NATIONAL ESTIMATES
28 January 196Gk

STAFF MEMORANDUM NO 8-64  (Tnternal OME Working Iepor --
CIA Iistribution Only)

GUBJECT: Tmplications of the Paneme Canal Crisis

CUMMARY

]
!
i

US-Panamanian relations will continue to be explosive until
& podus vivendi concerning the canel 1s established: +this will
require sore satlsfaction for Panamals claims, The proximity
(Moy) of Panamenien elections ~- which will be coloved. by xeno=-
rhobla -~ exacerbates the situation and increases the poesibility
of new demomstrations.

The Castro-Communigts vigorously exploited the crisis,and
1t has gharply improved thelr prospects. Fu:-thexrmore » the longer
it goes unresolved, the more *hey stend to gelin. Panama hes long
been a target of Castro’s subversive etteavion, and we believe
that he would almost certainly be willing end able to eupply
clandestinely smell emounts of old end exrms if the Castro~Communists
shoul.d urdertake armed subvercion.

In Latin America generally, the criels has sowewhat hurt the
US imege, avd the Latin Americen governments, to one degree or-unw
other hove moderately supperted Panma's "national. esplrations,”
Among the wasses the reaction hag been less reptrained, and a
resldue of anti-US sentiment will remain.

* ot KX ¥ R

GRCUP 1
“Excluded from sutometic

SeE~C-H-E=T downgrading and
declagslfication

Declassified in Part - Sanitized Copy Approved for Release 2012/07/05 : CIA-RDP85T00875R002000210005-8



LY AV

‘ \ \
Declassified in Part - Sanitized Copy Approved‘ for Release 2012/07/05 : C‘IA-RDP85T00875R002000210005-8
3=E-C-R=E=T

I. SETTING

l. Fver oince the criginel 1903 treoty gave the US canol.
righto, the Panama Cersl has complicated US-Panamacian releticns
and domlnated Pencme's politicel and econcmic 14fe. Several
incidents, Including flag riots in 1959, huve highlighted
Panana's dissetlisfactions with US policles in the cannl.® Out
of convietlon, nccessity, or opportunism, all Panamonlaz politl.
clang volce these dissaticfactions, and elections often degenerate
into contests where each candldate trles to sound more relionale
i1stlc thaa hie opponent. The Poramarlan elite has also been
adept 1n using the canal Tor thelr swn advartege when dealing
with the meny US aegencies invelved In Penama. In this atmoephere,
the Costro-Communists cen expleit netlonalism for their own ends;
the relative affluence end colcriel ettitudes of naxy Amerlcan
resldents of the Zone ald their efforts. Overall, the caxnal has
made the US-Pansmenisn relationship a fragile and combustible ore.

The implicetions for the US are fear-resching and unpleasant.
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II. IMPLICATIONS FOR US-PANAMANTAN RITATIONS

2. Now swept ewey 1s the rather substantial improvement
in relations that hed taken place since the 1959 riots. Extreme
nationalism 18 now ascendant,end no Panamenlan leader can afford
to igrore 1t. This is the main reuson hehlnd the vacillatlons
of Panamenian President Roberto Chiari ; hls successor willl be
confrouted by the same pressure. Indeed, the proximity of
elections (May) exacerbates the sltuation and increases the

poselbility of new anti-US demonsirations.

3. Eence, Pansmanlan nationalism will remain at =

heightened level, responsive to the slightest affront, real

or lmagined. And as natters now stand, such "sffroats" w11l
almost certailuly occur. They may be caused by Zoniens, or
Penemaniang, or Castro-Commumilsts -- or by accldent. In such
e volatile situaiion we cannot judge what specific spark may
ceuse explosions nor can we sey how strong the Panemantan re~
action will be. We can estimate, however, that unless present.
trends are reversed, there is a good chance that Panomanian

reactions and demands will tend be becone progressively stronger.
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., Althourh the current crisic dild not crcate the rroblems
over the canel, it did bring them to a head, ond there will be

no reul improvement in relotions until there is a modus vivendi

concerning them. Without prospecte for basic changes in the
canal treety, it will be extremely difficult for the Panamanian
government to glve ground before the clections. Even then,
there viiil sooner or later be renewed Panamanian claims con-
cerning the enuel, for 1ln the long run Panama will not rest 1ts

cage wiicll it nas complete soverelgnty.

5. There wlll bc increased danger of the situation getting
out of hand. The Panemanian security force, the Guardia Nacional.
(GN), is hempered by poor transportelion and commnication equip-
ment; it could not maintain control in the event of wldespread
end sustained rioting. The GN numbers about 3,000 men; there
is no other ermed force. Well over fifty percent of the GN is
gtationed 1n areas adjacent to the Cunel Zone. President Cniari,
realizing the danger of new riots or even a coup attempt, has
authorized a 10O-men increase for the GN., In the Zone itaelf
the US hes almost 10,00C trocops; they almost certainly will be

able to maintain security there.

25X1

S-E-C-R-E-T

Declassified in Part - Sanitized Copy Approved for Release 2012/07/05 : CIA-RDP85T00875R002000210005-8



Declassified in Part - Sanitized Copy Approved for Release 2012/07/05 : CIA-RDP85T00875R002000210005-8

§~E-C~R-~E~T

25X1

IIT. IMPLICATIONS FOR PANAMANIAN POLITICS

o. Each candldate in the fnrtheoming election will be
Judged loargely cc his stend concerning the canel, and the elec-
tlon will he colored by xenophobiu. The normal fluldity of
Pansmanlaen politics has bean meinificd by this isoue, making
1t lmpossitle at this time tc eotimate the outcome of the

election.

T. Culy three of the geven presgidential candidates are

really in contention for +the roat. They are:

8.  Marco Robles, a merber of the conservotive
Bational Liberal Party* aud the candidate of the parties
1r Chiari's governing coslivion (Chiari camnot succeed
.ilmself). Robles, who was not Chieri's cholce for the
nomination, is an unimaginetive, but enti-communist can-
didate; in the Ponsmanian context: » he is not anti-US,

Ee facea, however, the problem of how to take advantage
of the wave of nationalimm behind the government's strong

stand, without also being srept away 1n the baclovash if

*  See Aunex B for g complete listing of Panamals many political,
partles and the coslition they support.
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Chierl fails to show any rrogress in galning concessions
from the US. No matter what, Robles will be Judged i

part by the success a’ failure of Chlari's efforts, and
hie prospects will rise cr fell accordliogly. There may
be sowe pressure on Robles to wilthdraw his candldacy to
enable the governdng coalition mnd the CA (at least part

of it) to unite behind a ringle candlidate.

b. Juan &> Arco Galindo, a member of the conser-
vative National Patilotic Coalltlon end candidate of the
Opposition Alliance (CA)e Geilndo represents a different
cector of Pansma’s traditionel ruling elite than Robles
and may e more competent then the mediocre Robles. He
faces the problem of keeping the CA together. Like most
Papnamenian coalitions, the CA is an amaigam of personaelis=-
tic parties; some of its leaders are unsavory opportunists,
who would complicate matters 1f Galindo were elected or
who might even deaert him before the electlon. Before the
crisis, there had been indications that the CA might dis-
solve and its parties align vhemselves with other candi-

detes. If the OA holds tosether, it would be a formidable
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contender;* 1t would have 1ltgs nationellistlc stand with-
out bearing -- as the government will -~ the conseguences.
It would slso be sble to offer sn alternative course to
the canal 1ssue, while the governirg coalition 1o more

or less forced to stay with what it has already demanded.

¢e. Arnulfo Arins, leader and candidate of the
nationalistic Panameniste Party. As usual, Aries 1s the
enigma in Panemanian politilcs. He 1s an opportunict,
capricious in his policy, and little faith can be put in
his public utterances. He has been president twice, and
twice deposed. Neverthelegs, his demagoguery and nation-
alist extremism galn him a large following among the
lower classes. Despite his own anti-US record, Arias
eriticized Chiari for his inept handling of the crisis
which permitted it to reach such an extrene stsge, and
before the crisis he had stated that the canal should
pnot be a major lssue in the election. This appears,

hovever, to have Bren an attack on the govermment, not

pro-US sympathy.

#* The OA has & small advantage over the governing coalition on
the National Flectoral Board. Since this body supervises the
courting of votes and arbitrates voting disputes, the CA's
control could be important in a close election.
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8. But Arias! candldacy has been somewhat hurt by this
equivocal stand as well as by the other porties staking out
strong claims on his main appeal -- nationallsm. Moreover,
Aries, who is hampecred by a lack of funds (partly because he
will not commit his own weulth), 1s not likely %o remain a

candicdate unless he thinks his chuances are good.

9. A _Coup? While we cannot discount ihe possibility of
a coup elther frdm the right or left, we do not think 1t likely.
All the groups, excepting that of Arnul.fo Arias, originally
rallied behind Chiari’s hard stend, and, even though they are
now backing away from Chiard, 1t will take gome time for his

support to dissipate to the point that a coup would have a

good chance for success.
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IV. IMPLICATIONS FCR THE CASTRO-COMMINISTS

10, There are two Castro-Conmunist groups in Panema (both
illegal): the Perty of the People (PDP) and the Vangusrd of
National Action (VAN). The PDP, which ig the orthodox Communist
party, mey heave over 500 hard-core memhers gnd some 1,000 regi-
lar sympathizers. The size and composition of the rebidly pro-
Castro VAN is undetermined; but i1t probably does not, have over
a few hunderd members. Although there is little haruony between
them, the PDF and VAN worked together during the erisis. The
two groups! influence is greatest smong the students » the urben
Frlum masses, and the rural labor force; VAN is particularly
actlve in the cities adjacent to the caral zone. The Communists
also have . me Influence in a few of the legal partles, particu-
larly the Socielists., Oae of the main assete of ‘the extremlsts
i1s the ublquitous, highly vocal and inflamatory, pro~Castroist
deputy, Thelma King, who continually ehcourages violence and anti-

US action.
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11. Ponama has long been a target of Castro's subversive
gttention; in 1959 there was an abortive landing of Cuban-
gsponsored "revolutionaries." TFidel's interest, epart from his
predilection for revolution 1n general, 1s further vhetted by
the opportunities the canel offers in attacking the "immerislist
fmerican Colossus." In eddition, the VAN shows more stomach for
revolutionary actlvities and terrorism than do most of Castro's
assets elsevwhere in Latlin America. Havana beams a steady wave
of propagenda at Panama, and well over a hundred extremlsts,
mostly VAN members, have received indcctrination and revolu~
tionary training in Cuba. Castro has provided them with mouney
and possibly arms. During his latest vigit with Khrushchev,
Castro almost certairly cited Panama as an exemple of the kind
of situstlon which should be exploited by an activist revolu-
tlonary effort. Upon his return from Moscow, Fidel ecalled for
the Latin Americen ctates to give economle aid to Panama; he
also offered unilateral economtc aid from Cuba 1f Paname de-
sired 1t. We believe that he almost certaiznly would be willing
and sble to supply clemdestinely cmeil amounts of aid and arms
if the Cagtro-Comunists should launch 2 guerrilla offensive

in the countryside or a campalpgn of terrcrism in the cities.
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12. In eny event, the Communicts and pro-Castroites,
desplte thelr small numbers, exploited the canal erisis. They
dld not couse the crlsis, but, belng organized for potential
trouble, they played a siguilficant role in externding the scope
of the subgszquent disorders: +hey not only have capitalized
oi the outpouring of natior=lism, but they bear a large re=
spongibllity for melntaining it at a fever pitch. This has
contributed to Chilari!s intrauslgent stand in demanding o new

canal treaty.

13. The gains wmade by the Castro~-Communists during the
crisis are likely to be lagting ones, especially if Panema is
unable to obtain any concessiong from the US. They now have a
certain aura of respectability, most notably among the lower
clagses, end they are benefiting from the latent enti-US senti-
ment unleashed by the crisis, For many Panamanians the Communist
charges of Yarkee imperislism end brutality heve been proved.
Furthermore, the Castro-Commurists stand to profit from the
emphasis on natlionalisin during the election campaign and from
any anti.JS actlons that might ersue, repgardless of thelr orlgin.
In short, the ¢risis hes improved sharply both the short ~nd long
ruu prospects of Castro-Communists in Panema, and the longer it

goes unresolved, the more they stand to gain.
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V. IMPLICATIONS FOR THE US ELSEWIIRE IN LATTN AMERICA

/'/' 1. The canal erisig has hurt somewvhat the US image in

/ Latin America. The official reaction of the Latin Amerd can
countries has conslsted for the most part of carefully worded
expressions of regret over the violence in Pansma. Nevertheless,
despite thelr apprehension concerning Chierd's vnylelding atti-
tude, they have moderstely supported Penems's "national
espirations.” The recponse of the non-governmental segments
has not been as restrained, and sympethy for the Panemunians
has been more positively stated. In effect, the crisis has
forced the other ILatin Americen states to toke a st-nd, and,
whether out of conviction or from a desire Lo tweak Uncle Sam's

nose, they have lined up, to one degree or another, with Panama.

15. Cuba and the Castro~Communists in Latin America hava
lost no time in rallying to the Panamanien cause, plcturine
the Panamanian incident as Just the beginning of a hemisphore=
wlde wprising againct US imperialism. Those wanting to derigrate
the US bave used the crisis us an example of the callousress of US
doperiaiism and its waconcern for the "leglitimste" desires of
/iatin Americers. Even when Latin Amerizen attention to the crisis

wanes, there will be & residus of anti-US scntiment among the

masses.
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ANNEX A

Minimmum Asplrations of Panamca

Eliminotion o perpetulty clause with reversion
%0 Panama of Cencl instellation on fixed terms.+

Falr sharing of Canal revenues.-

Establichment of mixed courts and revision of
present leglelatlon in the Zone to permit Pana-
manian legielation i'o operate in certain fields
such as family law.

Recognliion of Spanish az official. langarage in
the Zone.

Cooperotilon Ey Zone 1n enforcing Panemanian laws
In the Zone,

Establishment of Yenemenian jurisdiction over ports
of Balboa and Crisvobal.

Display of Pansmania “lag on all public buildings
in the Zone end cn ships transiting the Cenal.

Use of Pencmonian postare stamps in the Zone.t

Ianuance of exequaturs to forelga consuls in the
Zone by the_ Panamenicn rather than the Canal Zone
Covernment.

Effective equality of opportunity and trcaetment
for Punamanian and U.S. workerz in the Zone, pii-
marily to achleve a reduction in the number o
pocitions reserved to US citizens as "security"
positions.
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ANNEX A (Cont'd)

11. Inclusion of clause on arbitration as the means
for solving controversies cver treaty interpretation.l

12. Cooperation of the U.S. for defense of Penumenian
civilian population against nuclear attock.

13. Regulation of commercinl activities in the Zone
through & Treaty of Commerce bearing ia mind the
objective of ensuring to Panama the full enjoyment
of all types of benefits derlved from the operation
of the Canal.,

1 VWould reguiire a fundsmental treaty revision.

2 An Increasse in the annual peyment to Panema could be from
a fla'; increase in the annulty; a percentage of the gross
tolls revenue; or a peyment of a fixed amount per Panama
Canal net ton; an increased annual payment from the Canal
Company would require authorization by Congress; berring
authorizetion, 1t would come from appropriated furnds.
Payments by the Canal Company of increased amounts for
other types of expenses, e.g., wage costs, do not require
suthorizing legislaticn,
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ANNEX B
Political Partiest
Governing Coolition - Oprosition Alliance Independent
QNa‘tionaJ. Liberal Parcty “Netional Patriotic Coeliw 2P&u’zamenista Party
ticn
“Republican Earty Sliberal Civil Resistance Socialist Party
Party
QNational Liberation 2I’hirc'i. Netional Party National Civic
Movement Party
Progressive Party DIPAL National Reform-
ist Party
Lebor-Agrarian Party Renovation F.urty Radical. Action
Party
Nationelist Party Isthmian Revolution- Christian Demo-
axry Party cratic Party
Democratic Action
Party
L One reason for the large number of parties 1s the requirement that
only 5,000 signatures are necessary to inscribe a party. No fure
ther parties can be inscribed prior to the May election.
2 Major Party.
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